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Detroit, Michigan 
February 14, 1942 


To the Stockholders of 
S. S. Kresge Company: 


This is the Annual Report of your Company for the year 1941. It con¬ 
tains the Consolidated Balance Sheet and Income Statement of the S. S. 
Kresge Company and its subsidiaries—the S. S. Kresge Company, Limited, 
of Canada, and the Mt. Clemens Pottery Company—and other facts for 
your information. 

Sales The total of sales for the year was $176,184,464, an increase of 
11.03% over $158,678,509, in 1940 and established a new high 
point in the Company’s history. 


Profits Net earnings for the year, after charging all expenses, taxes, etc., 
and a provision for possible post-war adjustments in merchandise 
values, amounted to $9,448,122, equal to $1.71 per share on 5,517,881.7 
issued shares of Common stock. The net earnings of 1940 equalled $1.82 
per share. 

Profits from merchandising operations, as reported in the consolidated 
income account, show a satisfactory increase in relationship to the year’s 
augmented sales volume. However, substantially increased taxes, together 
with the extraordinary reserve, reduced the net income below that of 1940. 
This special reserve is the subject of comment later in this report. 

With our country at war, we are and must expect to pay an increased 
portion of our sales income for taxes, to date principally in the income and 
excess profits taxes’ classifications. The statement of sales income and its 
distribution, included in this report, shows $7.19 of each $100.00 of 1941 
sales paid on account of the cost of Government activities, comparative with 
a cost in 1940 of $5.39. (Converted to a cost per share, the comparison is 
$2.30 for 1941 and $1.55 for 1940). 


Dividends Cash dividends aggregating $7,411,327 were paid during 
the year to 23,475 stockholders. These consisted of four 
quarterly payments of 30c per share, each, with an extra disbursement of 
15c per share in March, 1941, making the rate for the year $1.35 per share 
of Common stock. 

For 1942, the first quarterly dividend of 30c per share has been declared 
to be paid March 12, 1942. 






Balance Sheet Current Assets total $55,566,113, an increase of 
$7,449,710 over $48,116,403 at the end of 1940. The 
total of Cash on hand and Government Securities is $27,939,767, which 
compares with $27,715,346 at December 31, 1940. This increase of $224,421 
indicates a satisfactory cash condition. Cash and Government securities 
exceed Current Liabilities by $7,344,370. 

Merchandise inventories at the end of 1941 amounted to $27,234,177, 
compared with $20,092,857 at the end of 1940. This increased inventory 
is considered necessary and valuable under current conditions. 

Continuing the practice of many years, only good salable merchandise 
purchased since October 1, 1940, has been inventoried. This merchandise 
has been valued at cost delivered to the stores or at the prevailing market, 
if the latter is lower than cost. A fair margin for selling expense and profit 
has been recognized in all valuations. 

Current Liabilities increased $5,252,543 from $15,342,854 in 1940 to 
$20,595,397. This increase is accounted for, principally, by amounts payable 
for greater quantities of merchandise in transit to stores and the necessarily 
larger liability for United States and Canada Income and Excess Profits 
taxes. 

The mortgage and purchase money obligations account in 1941 was 
reduced by $1,069,080. This liability stands, now, at $1,215,895, of which 
$649,867 is due in 1942 and the balance of $566,028 in years beyond. 

Reserves In addition to maintaining the reserves for fire losses, public 
liability and compensation claims, two additional reserves 
have been provided in 1941; for the purchase of annuities related to past 
service under the pension retirement plan and, also, for possible post-war 
adjustments of merchandise values. 

Pension Retirement This plan, approved by the Stockholders on April 
Plan 25, 1941, was brought into operation during the 

year. The estimated cost of Retirement annuities 
for eligible persons, and relating to services rendered prior to 1941, has been 
provided for through a charge to Earned Surplus. This reserve, shown on 
the Balance Sheet at $2,450,000, represents the estimated cost of Past Service 
annuities not as yet purchased at December 31, 1941. Provision is made in 
the agreement with the underwriting company permitting Past Service 
annuity purchases to an amount not to exceed $645,000 in any one year. 
Although it is the intention that these annuities will be purchased, the Com¬ 
pany has reserved the right to withdraw from the plan should, at any time, 
it be deemed necessary. 

The estimated cost for all Past Service annuities amounted to $3,201,231, 
of which $751,231, was paid during the year 1941. The Company’s portion 
of the cost of annuities relating to services during 1941 amount to $319,271, 
which amount has been charged against the income of that period. Since 
these are proper charges against taxable income, the net cost is substan¬ 
tially less. 







Post-War Merchandise Experiences following the World War of 
Value Adjustments 1914-1918 have caused action to be taken, 

through setting up a reserve of $1,083,000, to 
relieve or minimize the effect of post-war merchandise price adjustments 
which this experience shows are likely to occur. This action, although re¬ 
ducing the reported profits of the current year by 19c per common share, 
is believed to reflect with greater accuracy the long term results of operations 
during this abnormal period. 

Store Developments Further improvements to branch stores were made 

during the year. Three stores were rebuilt; nine 
new stores were established and 24 were enlarged and modernized. Eight 
stores were combined and 12 branches were discontinued. 

736 stores were in operation at the year-end—674 in the United States 
and 62 in Canada. 

Improvements in 1942 are to be restricted because of the conservation 
of materials needed for defense. 

General Comment From the foregoing, it may be seen that the extra 
profit earned in 1941 has been largely consumed 
by taxes, with some part reserved for other worthy corporate purposes. 

We make no predictions for 1942. Because of the war, all business is 
facing new conditions and restrictions, all in the interest of defense. Our entire 
organization is geared to meet whatever enlarged duties and responsibilities 
may be imposed upon it. 

The success of our business depends on the continuing favor of the public 
which we strive always to merit. Our best implements are attractive, con- 
veniendy located stores; the best merchandise we can assemble at fair prices; 
and, management and salespeople devoted to serve with friendliness and 
courtesy. 

To that staff, we again express sincere appreciation for loyal service and 
cooperation throughout the year. 

By order of the Board of Directors 



Chairman 



President 
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ASSETS 

Current Assets: 

Cash in banks, in transit and on hand- 

U. S. A. and Canadian Government securities, at 

cost (quoted market value $5,495,642.38)- 

Miscellaneous accounts receivable, less reserve of 

$16,343.51_ 

Inventories of merchandise and materials on hand 
and in transit, at cost or market whichever lower— 


$22,453,067.59 

5,486,699.46 

392,169.71 

27,234,176.58 $ 55,566,113.34 


Claims, Investments, Etc.: 

Dividends received from closed bank deposited with 


Trustees, $206,575.40 fully reserved-$ — 

Claims against closed banks, $111,477.44 fully 

reserved_ — 

U. S. A. Government securities deposited in escrow, 

at cost (quoted market value $106,237.20)- 98,746.64 

Mortgages receivable and miscellaneous securities, 

at cost, less reserve of $93,000.00- 95,874.19 


194,620.83 


Deferred Charges: 

Unamortized leasehold expenses, advance rentals, 
unexpired insurance, supplies and other prepaid 
expenses--- 


3,643,255.97 


Fixed Assets: 


Land and buildings, at cost-$59,535,986.43 

Less —Reserve for depreciation— 9,893,824.87 

Leasehold improvements, at cost 

(portion unamortized)- 

Fixtures and equipment, at cost-$25,912,618.22 

Less —Reserve for depreciation_ 15,081,506.33 

Leaseholds, as valued in 1916 

(portion unamortized)- 


$49,642,161.56 

20,147,472.04 

10,831,111.89 

255,371.64 


80,876,117.13 

$140,280,107.27 


Note: 

Net assets of the wholly-owned Canadian subsidiary company and the result of its operations are included 
in the consolidated balance sheet and related consolidated statement of income on the following basis: 
Current assets and current liabilities and reserve for possible post-war adjustments of merchandise values 
at the official rate of exchange at December 31,1941; fixed and other assets at approximate rate of exchange 
at date of acquisition; long term liabilities at approximate rate of exchange at date incurred, and income 
accounts at the official rate of exchange for the year, except for provision for depreciation and amortization 
which is included at rate applied to fixed assets. 

On this basis net assets of the Canadian subsidiary company at December 31,1941, amounted to $11,401,970.40* 
consisting of net current assets of $1,575,158.48 and fixed and other assets of $10,070,329.04 less long term 
liabilities of $129,000.00 and reserve for possible post-war adjustments of merchandise valuesof$l 14,517.12. 
Earned surplus of the Canadian subsidiary company, included in the consolidated earned surplus, 
amounted at December 31, 1941, to $2,693,892.05 (after deducting stock dividend of 100,000 shares of 
capital stock of the par value of $10 each), of which $580,580.12 was earned during the year 1941 and 
$438,955.84 during the year 1940. Exchange adjustments amounting to credits of $6,225.24 in 1941 and 
$57,490.88 in 1940, which arose from expressing the Canadian subsidiary company's net assets in U. S. A. 
dollars, are reflected in earned surplus account. 

J. E. HEARST 

Comptroller 
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Current Liabilities: 


LIABILITIES 


Accounts payable—trade___ $ 

Accrued taxes, expenses and miscellaneous accounts 
payable___ 

Provision for U. S. A. and Dominion of Canada 
income and excess profits taxes (estimated)_ 

Real estate mortgages and land contracts payable 
in 1942_ 


6,342,036.11 

5,524,201.67 

8,079,292.62 

649,866.95 $ 20,595,397.35 


Real Estate Mortgages and Land Contracts 

Payable Subsequent to 1942_ 566,027.64 

Reserves: 

For fire losses, public liability and compensation 
claims...... $ 

For optional payments (not to exceed $645,000. in 
any one year) for purchases of past service annui¬ 
ties under retirement pension plan adopted in 1941 

For possible post-war adjustments of merchandise 
values_ 


2,549,690.33 

2,450,000.00 

1,083,000.00 6,082,690.33 


Capital Stock and Earned Surplus: 

Capital stock, common— 

Authorized—10,000,000 shares of 

the par value of $10 each_ $100,000,000.00 

Issued—5,517,881.7 shares_ $ 55,178,817.00 

Earned surplus, statement attached 58,573,451.87 

$113,752,268.87 

Deduct —Cost of 27,960 shares of 

capital stock held in treasury_ 716,276.92 113,035,991.95 

$140,280,107.27 


To the Board of Directors and 

The Stockholders of 

S. S. Kresge Company: 

We have examined the consolidated balance sheet of S. S. Kresge Company (a Michigan corporation) 
and subsidiary companies as of December 31, 1941, and the consolidated statement of income and earned 
surplus for the year then ended. In connection with our examination, we have reviewed the systems of internal 
control and the accounting procedures of the companies and, without making a detailed audit of the trans¬ 
actions, have examined or tested accounting records of the companies and other supporting evidence, by 
methods and to the extent we deemed appropriate. Our examination was made in accordance with generally 
accepted auditing standards applicable in the circumstances and included all procedures which we considered 
necessary. 

In our opinion, the accompanying consolidated balance sheet and related consolidated statement of 
income and earned surplus present fairly the consolidated position of S. S. Kresge Company and subsidiary 
companies at December 31,1941, and the results of their operations for the year, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 

PRICE, WATERHOUSE & CO., 

Certified Public Accountants 


Detroit, Michigan, 
February 14, 1942. 






























S. S. KRESGE COMPANY 

(A Michigan Corporation) 

AND SUBSIDIARY COMPANIES 

CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 
FOR THE YEARS ENDED DECEMBER 31, 1941 AND 1940 


Sales .. . .—.. 

Year 1941 
$176,184,463.69 

Year 1940 

$158,678,509.41 

Deduct: 

Cost of merchandise sold and operating ex¬ 
penses, including general and administra¬ 
tive expenses (less income from rentals)_ 

$148,769,907.06 

$135,901,874.45 

Taxes— 

Property, franchise, state income, social 
security, etc...... . 

4,668,102.12 

4,795,884.85 

Sales and gross income taxes paid in excess 
of amounts collected 

224,305.02 

263,806.53 

Provision for depreciation and amortization^. 

3,769,766.95 

3,789,613.97 

Together .. - -~ r 

$157,432,081.15 

$144,751,179.80 

Profit before other income and deductions..:. 

$ 18,752,382.54 

$ 13,927,329.61 

Other income: 

Interest received _ 

42,976.33 

35,644.09 

Miscellaneous. ... .... 

22,636.46 

9,934.37 

Together .. .... 

$ 18,817,995.33 

$ 13,972,908.07 

Other deductions: 

Interest on mortgages, etc.... _ .. ... ... 

Loss on disposal of fixed assets, lease cancella¬ 
tions, etc- 

$ 60,975.82 

503,509.58 

$ 133,212.61 

269,306.54 

Together.... ... ... 

$ 564,485.40 

$ 402,519.15 

Profit before U. S. A. and Dominion of Canada 
income taxes... _ _ 

$ 18,253,509.93 

$ 13,570,388.92 

Provision for U. S. A. and Dominion of Canada 
income taxes (estimated): 

U. S. A. and Dominion of Canada normal 
taxes and surtaxes. 

f 

$ 4,592,000.00 

$ 3,250,000.00 

U. S. A. and Dominion of Canada excess 
profits taxes 

3,183,000.00 

250,000.00 


$ 7,775,000.00 

$ 3,500,000.00 

Net profit before the following provision_ 

$ 10,478,509.93 

$ 10,070,388.92 

Deduct—Provision for possible post-war ad- 
justments of merchandise values .__ 

1,030,387.38 


Balance of net profit transferred to earned surplus 

$ 9,448,122.55 

$ 10,070,388.92 

Earned surplus at beginning of year..._.. 

59,731,661.76 

57,072,455.20 

Surplus adjustments: 

Exchange adjustments arising from express¬ 
ing Canadian subsidiary company’s net 
assets in U. S. A. dollars _ ..... 

6,225.24 

57,490.88 

Reduction in reserve for claims against closed 
banks.. .. 

_ 

50,528.98 

Provision for optional payments for purchase 
of past service annuities under retirement 

pension plan adopted in 1941 ._. 

Facilities in Germany written off_ 

3,201,230.63* 

107,878.32* 


$ 65,984,778.92 

$ 67,142,985.66 

Deduct: Cash dividends on common stock— 
$1.35 a share each year_ 

7,411,327.05 

7,411,323.90 

Earned surplus at end of year_ 

$ 58,573,451.87 

$ 59,731,661.76 


Note —See note to consolidated balance sheet. *Denotes deduction. 

J. E. HEARST 
Comptroller 





















































BALANCE SHEET AND INCOME ACCOUNT COMPARISONS 


For your information comparative data relative to the balance 
sheet and income account has been prepared, after giving effect 
where necessary to a reclassification of certain items in prior years. 


Year 

End 

Dec. 31 

Excess of Cash 
and 

Gov’t Securities 
Over 

Current Liabilities 

Ratio of 
Current 

Assets 

to 

Current 

Liabilities 

Net 

Working 

Capital 

Percentage of 
Year End 
Inventories 
to Sales 

1937 

$ 5,046,110. 

3.18 to 1 

$26,832,341. 

13.88 

1938 

10,513,904. 

3.55 to 1 

28,853,355. 

12.10 

1939 

12,204,476. 

3.31 to 1 

31,311,465. 

12.20 

1940 

12,372,492. 

3.14 to 1 

32,773,550. 

12.66 

1941 

7,344,370. 

2.70 to 1 

34,970,716. 

15.46 


Year 

End 

Dec. 31 

Percentage 
of Fixed 
Assets 
to 

Total 

Assets 

Bank Loans 
and 

Funded Debt 

Net Earnings 
as Reported 

Dividends 

Declared 

Per 

Sales 

Dollar 

Per 

Common 

Share 

Per 

Sales 

Dollar 

Per 

Common 

Share 

1937 

65.04 

$4,263,344. 

$.069 

$1.94 

$.042 

$1.20 

1938 

64.93 

4,080,012. 

.060 

1.63 

.044 

1.20 

1939 

62.59 

3,394,637. 

.068 

1.89 

.043 

1.20 

1940 

61.04 

2,284,975. 

.063 

1.82 

.047 

1.35 

1941 

57.65 

1,215,895. 

.054 

1.71 

.042 

1.35 























SALES INCOME AND ITS DISTRIBUTION 
YEARS 1940 AND 1941 


AMOUNT % TO SALES 


PARTICULARS 

1941 

1940 

1941 

1940 

Sales. ... 

$176,184,464 

$158,678,509 

100.00 

100.00 

Amounts taken in for merchan¬ 
dise sold. 



Cost of merchandise sold and 
expenses, exclusive of taxes, 
salaries and wages and inter¬ 
est paid... 

124,728,926 

114,473,137 

70.79 

72.14 

Balance... 

$ 51,455,538 

$ 44,205,372 

29.21 

27.86 

The amount remaining to pay 
taxes, wages and interest and 
including the net income for 
the year of $9,448,123 in 
1941 and $10,070,389 in 
1940. 



DISTRIBUTION 





1. Taxes _ .. 

$ 12,667,407 

$ 8,559,691 

7.19 

5.39 

Real estate, personal prop¬ 
erty, State and Federal 
franchise, and income 
taxes, sales taxes, licenses, 
etc. 



2. Salaries and Wages... 

The employees share. 

28,248,645 

25,442,080 

16.03 

16.03 

3. Interest paid for use of bor¬ 
rowed money_ 

60,976 

7,411,327 

133,212 

7,411,324 

.03 

.08 

4. Cash Dividends_ 

4.21 

4.68 

Paid to stockholders for use 
of their money—$1.35 on 
each share. 



5. Earnings retained in the bus¬ 
iness, including, in 1941, 
the reserve provided for 
possible post-war adjust¬ 
ments in merchandise val¬ 
ues. 

3,067,183 

2,659,065 

1.75 

1.68 


$ 51,455,538 

$ 44,205,372 

29.21 

27.86 






























